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G5 People in the business of renting or leasing taxable items must obtain a retail sales tax vendor permit and collect 
and remit sales tax. This guide explains which rentals are taxable and how to charge tax. 


TAXABLE RENTALS 
An item that is taxable when sold is also taxable when rented or leased. 
Sales tax is calculated at 8% on the total rental charge including: 


surcharges based on the length of the rental, distance travelled by vehicles, etc. 

delivery and handling charges 

maintenance and repair charges 

personal accident insurance charges against loss or damage 

finance charges 

service contract charges 

charges for installation, assembly, erection or dismantling except those noted under Exempt Rentals and Charges 
all applicable gas-guzzler tax and tire tax. 


The tax is collectable on the due date of each rental payment and must be remitted even if the tax has not been 
paid by the lessee. Where the first and last rental payments are made at the time the lease is entered into, tax must 
be collected and remitted on both payments at this time. 


A refundable security deposit is not subject to tax. 


The amount paid by a lessee to exercise an option to purchase is taxable. It should be noted that a contract contain- 
ing an agreement to purchase, rather than an option to purchase, is considered to be a conditional sales contract. 
In this case, tax must be collected and remitted on the total purchase price at the time the transaction is arranged. 


All additional charges to a lessee at the termination of a lease are taxable. These include penalties or other charges 
associated with the early termination of a lease. 


Lessors are not required to pay the 8% retail sales tax, gas-guzzler tax or tire tax, where applicable, on the purchase 
or repair of the goods they rent out or lease. 


Please refer to Ontario Sales Tax Guide 151 — Motor Vehicle Dealers for further information regarding the applica- 
tion of taxes to motor vehicle leases. 


Ontario Sales Tax Guide 713 provides more detailed information about the new tire tax. 


EXEMPT RENTALS AND CHARGES 


The following are tax exempt: 


e rentals of an item such as a truck or bulldozer where the charge includes an operator provided by the lessor. 
(Tax is paid by the lessor on the purchase and repair of such items.) 

e rental of real property such as land and buildings 

e rental of fixtures firmly attached to real property such as water heaters and building signs. (Whoever buys these 
fixtures for the purpose of installing them pays sales tax at the time of purchase.) For further information about 
the application of tax, please refer to Ontario Sales Tax Guide 113 — Real Property and Fixtures. 


While the rental of scaffolding and cranes is taxable, charges for installing, assembling, erecting or dismantling 
these items are tax exempt if they are used in the construction, renovation, maintenance, restoration or repair 


of real property. 

A person who buys a taxable item such as a motor home or a boat and then rents it out occasionally is not 
in the business of leasing and does not have to collect sales tax on the rental. Such persons are required to 
pay tax on the full purchase price. 


ee 


The information in this publication is only a guideline. For more specific information, please consult the 
Retail Sales Tax Act or contact your local Retail Sales Tax Office listed in the blue pages of your telephone 
directory. 
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